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The explanations and examples in this publication reflect
the interpretation by the Internal Revenue Service (IRS)
of:

¢ Tax laws enacted by Congress

* Treasury regulations, and

* Court Decisions.

However, the information given does not cover every

situation and is not intended to replace the law or change
its meaning.

This publication covers some subjects on which a
court may have made a decision more favorable to tax-
payers than the interpretation by the IRS. Until these
differing interpretations are resolved by higher court deci-
sions or in some other way, this publication will continue
to present the interpretations by the IRS.

All taxpayers have important rights when working with
the IRS. These rights are described in Your Rights as a
Taxpayer in the back of this publication.



Introduction

This publication can help you pre-
pare your tax return by taking you
through each part of the return. It
supplements the information in
your tax form instruction booklet. It
explains the tax law and will help
you understand your taxes so that
you pay only the tax you owe and
no more.

The publication begins with the
rules for filing a tax return. It ex-
plains who must file a return, which
tax form to use, when the return is
due, and other general information.
It will help you identify which filing
status you qualify for, whether you
can claim any dependents, and
whether the income you are receiv-
ing is taxable. The publication goes
on to explain the standard deduc-
tion, the kinds of expenses you
may be able to deduct, and the
various kinds of credits you may be
able to take to reduce your tax.

Throughout the publication are
examples showing how the tax law
applies in typical situations. Sam-

ple forms and schedules show you
how to report certain items on your
return. Also throughout the publica-
tion are flowcharts and tables that
present tax information in an
easy-to-understand manner.

The index in the back of the
publication will help you find the
information you need.

Some material that you may
find helpful is not included in this
publication but can be found in your
tax form instruction booklet. It in-
cludes the following information.

¢ List of where to report certain
items listed on information
documents.

e List of mailing addresses for
where to file returns.

¢ List of recorded tax informa-
tion topics (TeleTax).

If you operate your own business
or have other self-employment in-
come, such as babysitting or sell-
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ing crafts, see the following
publications for more information.

¢ Publication 334, Tax Guide
for Small Business (For Indi-
viduals Who Use Schedule C
or C-EZ).

* Publication 533, Self-Employ-
ment Tax.

* Publication 535, Business Ex-
penses.

¢ Publication 587, Business
Use of Your Home (Including
Use by Day-Care Providers).

For information on how you can
get free IRS publications and
forms, see How To Get Tax Help in
the back of this publication.

IRS mission. Provide America’s
taxpayers top quality service by
helping them understand and meet
their tax responsibilities and by ap-
plying the tax law with integrity and
fairness to all.

Comments and suggestions.
We welcome your comments about
this publication and your sugges-
tions for future editions.

You can e-mail us while visiting
our web site at www.irs.gov.

You can write to us at the fol-
lowing address:

Internal Revenue Service
Tax Forms and Publications
W:CAR:MP:FP

1111 Constitution Ave. NW
Washington, DC 20224

We respond to many letters by
telephone. Therefore, it would be
helpful if you would include your
daytime phone number, including
the area code, in your correspond-
ence.

This section summarizes important
tax changes that took effect in
2002. Most of these changes are
discussed in more detail through-
out this publication.

Changes are also discussed in
Publication 553, Highlights of 2002
Tax Changes.

Free electronic filing. You may
be able to file your 2002 taxes on-
line for free thanks to a new elec-
tronic filing agreement. See
chapter 1.

10% tax rate. The 10% tax rate is
reflected in the tax tables and tax
rate schedules. You do not have to
make a separate computation or
figure a credit to get the benefits of
this rate.

Tax rates reduced. The 27.5%,
30.5%, 35.5%, and 39.1% tax rates
are reduced to 27%, 30%, 35%,
and 38.6%, respectively.

Reporting interest and divi-
dends. Previously, if you had in-
terest or dividend income of more
than $400, you had to file Schedule
1 (Form 1040A) or Schedule B
(Form 1040) with your tax return.
Also, you could not file Form
1040EZ if you had more than $400
of taxable interest income. Begin-
ning with your 2002 tax return, the
$400 threshold amount is in-
creased to $1,500. This means, for

example, you can file Form
1040EZ for 2002 if your taxable in-
terest income is $1,500 or less and
you meet all the other requirements
listed in chapter 1.

Retirement savings plans. The
following paragraphs highlight
changes that affect individual re-
tirement arrangements (IRAs) and
pension plans.

New retirement savings con-
tributions credit. If you make eligi-
ble contributions to an
employer-sponsored retirement
plan or to an IRA, you may be able
to take a tax credit. See chapter 38.

Traditional IRA income limits.
Generally, if you have a traditional
IRA and are covered by an em-
ployer retirement plan, the amount
of income you can have and not be
affected by the deduction phaseout
is increased. The amounts vary de-
pending on filing status. See chap-
ter 18.

Increased IRA contribution
and deduction limit. Your maxi-
mum contribution (and any allowa-
ble deduction) limit is increased.
The limit depends on your age at
the end of the year. See chapter
18.

Rollovers of IRAs into quali-
fied plans. For distributions after
2001, you may be able to roll over
tax free, a distribution from your

IRA into a qualified plan. See chap-
ter 18.

Rollovers of distributions
from employer plans. For distri-
butions after 2001, you can roll
over both the taxable and nontax-
able part of a distribution from a
qualified plan into a traditional IRA.
See chapter 11.

Limit on elective deferrals.
The maximum amount of elective
deferrals under a salary reduction
agreement that can be contributed
to a qualified plan is increased to
$11,000 ($12,000 if you are age 50
or over). However, for SIMPLE
plans, the amount is increased to
$7,000 ($7,500 if you are age 50 or
over). See Publication 590, Individ-
ual Retirement Arrangements
(IRAs), for more information.

Self-employed health insurance
deduction. The part of your
self-employed health insurance
premiums that you can deduct as
an adjustment to income increased
to 70%.

Educator expenses. If you were
an eligible educator, you can de-
duct as an adjustment to income up
to $250 in unreimbursed qualified
expenses you paid or incurred dur-
ing 2002 for books, supplies (other
than nonathletic supplies for
courses of instruction in health or
physical education), computer

equipment, and other equipment
and materials used in the class-
room. See your form instructions
for more information.

Interest on student loans. Two
changes apply to the deduction for
student loan interest.

* The provision that limited
your deduction to interest
paid during the first 60
months that payments are re-
quired is repealed.

¢ The modified adjusted gross
income phaseout amounts
are increased.

For more information on the deduc-
tion for student loan interest, see
Publication 970, Tax Benefits for
Education.

Tuition and fees deduction.
You may be able to deduct as an
adjustment to income up to $3,000
of qualified higher education tuition
and related expenses you paid.
The expenses can be for you, your
spouse, or your dependent. See
Publication 970.

Coverdell education savings ac-
counts (ESAs). Changes to
Coverdell ESAs include the follow-
ing.

¢ Contribution limit increased to
$2,000 per beneficiary.



* The income phaseout in-
creased for joint filers.

¢ Qualified education expenses
include certain elementary
and secondary school ex-
penses.

* Age limits do not apply to
special needs beneficiaries.

¢ Contributions may be made
until April 15 of the following
year.

¢ Tax free distributions can be
used for special needs serv-
ices.

* The definition of family mem-
ber is expanded to include
first cousins of the designated
beneficiary.

See Publication 970 for more infor-
mation.

Employer-provided educational
assistance. The exclusion from
income of employer-provided edu-
cational assistance benefits for
undergraduate-level courses has
been extended through 2010. Be-
ginning in 2002, the exclusion also
applies to benefits for
graduate-level courses. See chap-
ter 29 for more information.

Qualified tuition programs
(QTPs). The qualified tuition pro-
gram (formerly qualified state tui-
tion program) is expanded to
include programs established and
maintained by one or more eligible
educational institutions. Other
changes that affect this program
include the following.

e A distribution from a QTP es-
tablished and maintained by a
state (or an agency or instru-
mentality of the state) can be
excluded from your income if
the amount distributed is not
more than your qualified
higher education expenses.

e Amounts in a QTP can be
rolled over, tax free, to an-
other QTP set up for the
same beneficiary. However,
such a rollover cannot apply
to more than one transfer
within any 12-month period.

* The definition of family mem-
ber is expanded to include
first cousins of the designated
beneficiary.

* The definition of qualified
higher education expenses is
expanded to include ex-
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penses of a special needs
beneficiary necessary for that
person’s enrollment or attend-
ance at an eligible institution.

* You can make contributions
to a Coverdell ESA and a
QTP in the same year for the
same beneficiary.

See Publication 970 for more infor-
mation.

Foreign earned income exclu-
sion. The amount of foreign
earned income that you can ex-
clude increased to $80,000. See
Publication 54, Tax Guide for U.S.
Citizens and Resident Aliens
Abroad.

Benefits for public safety
officer’s survivors. A survivor
annuity received by the spouse,
former spouse, or child of a public
safety officer killed in the line of
duty will generally be excluded
from the recipient’s income regard-
less of the date of the officer's
death. The provision applies to a
chaplain killed in the line of duty
after September 10, 2001. The
chaplain must have been respond-
ing to a fire, rescue, or emergency
as a member or employee of a fire
or police department. See chapter
13.

Standard mileage rates. The
standard mileage rate for the cost
of operating your car increased to
36%2 cents a mile for all business
miles driven. See chapter 28.

The standard mileage rate al-
lowed for use of your car for medi-
cal reasons increased to 13 cents a
mile. See chapter 23.

The standard mileage rate for
use of your car for determining
moving expenses increased to 13
cents a mile. See chapter 19.

Medical expenses. You can in-
clude as a medical expense the
unreimbursed cost of participation
in a weight-loss program as treat-
ment for a specific disease (includ-
ing obesity). However, the cost of
purchasing reduced-calorie diet
foods is not a medical expense if
these foods substitute for food you
would normally consume to satisfy
your nutritional requirements. See
chapter 23.

Education credits. You may be
able to claim an education credit in
the same year in which you take a

tax-free withdrawal from a Cover-
dell education savings account or a
qualified tuition program. However,
the qualified higher education ex-
penses you pay with these funds
cannot be the same expenses for
which you claim an education
credit.

The amount of your education
credit is reduced (phased out) if
your modified adjusted gross in-
come (MAGI) is more than $41,000
($82,000 if you file a joint return).
You cannot claim the credit if your
MAGI is $51,000 or more
($102,000 or more if you file a joint
return).

See chapter 36 for more infor-
mation.

Tax benefits for adoption. The
adoption credit and the exclusion
from income of benefits under an
adoption assistance program are
made permanent. In addition, the
maximum adoption credit and ex-
clusion amounts increased to
$10,000. The modified adjusted
gross income (AGI) limit has also
increased. See Adoption Credit in
chapter 38 and Publication 968,
Tax Benefits for Adoption.

Earned income credit (EIC).
The following paragraphs highlight
changes that apply to EIC. See
chapter 37 for details.

* The maximum amount of in-
come you can earn and still
get the earned income credit
increased.

* The maximum amount of in-
vestment income you can
have and still be eligible for
the credit increased.

¢ Earned income no longer in-
cludes nontaxable employee
compensation.

* EIC is based, in part, on ad-
justed gross income (AGI),
not modified AGI.

* New rules determine which
person can claim a qualifying
child when two or more per-
sons may be able to claim the
same child.

An eligible foster child has to
live with you for more than
half of the year, instead of the
whole year.

* EIC is not reduced by the
amount of alternative mini-

mum tax shown on your re-
turn.

Health insurance credit. If you
are an eligible individual, you can
claim a tax credit equal to 65% of
the amount you pay for qualified
health insurance coverage. See
chapter 38.

Certain amounts increased.
Some tax items that are indexed for
inflation increased for 2002.

Standard deduction. The
standard deduction for taxpayers
who do not itemize deductions on
Schedule A (Form 1040) is higher
in 2002 than it was in 2001. The
amount depends on your filing sta-
tus. See chapter 21.

Exemption amount. You are
allowed a $3,000 deduction for
each exemption to which you are
entitled. However, your exemption
amount could be phased out if you
have high income. See chapter 3.

Limit on itemized deductions.
Some of your itemized deductions
may be limited if your adjusted
gross income is more than
$137,300 ($68,650 if you are mar-
ried filing separately). See chapter
22.

Social security and Medicare
taxes. The maximum wages sub-
ject to social security tax (6.2%) is
increased to $84,900. All wages
are subject to Medicare tax
(1.45%).

Meal expenses when subject to
“hours of service” limits. If you
are subject to the Department of
Transportation’s “hours of service”
limits, the percentage of your
business-related meal expenses
that you can deduct has increased.
For 2002 and 2003, you can deduct
65% if the meals take place during
or incident to the period subject to
those limits. See chapter 28.

Customer service for taxpayers
expanded. The Internal Reve-
nue Service has expanded cus-
tomer service for taxpayers.
Through the agency’s Everyday
Tax Solutions service, you can set
up a personal appointment at the
most convenient Taxpayer Assis-
tance Center, on the most conve-
nient business day. See How To
Get Tax Help in the back of this
publication.
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Important Changes for 2003

This section summarizes important
changes that take affect in 2003
and that could affect your esti-
mated tax payments for 2003.
More information on these and
other changes can be found in Pub-
lication 553.

Standard mileagerates. Fortax
years beginning in 2003, the stan-
dard mileage rate for the cost of
operating your car decreases to:

¢ 36 cents a mile for all busi-
ness miles driven,

* 12 cents a mile for the use of
your car for medical reasons,
and

* 12 cents a mile for the use of
your car for determining mov-
ing expenses.

Lifetime learning credit. Begin-
ning in 2003, the amount of quali-
fied tuition and related expenses
you may take into account in figur-
ing your lifetime learning credit in-
creases from $5,000 to $10,000.
The credit will equal 20% of these
qualified expenses, with the maxi-
mum credit being $2,000.

Student loan interest deduction.
Beginning in 2003, the modified ad-
justed gross income ranges for
phasing out the student loan inter-
est deduction may be adjusted an-
nually for inflation.

Estimated tax safe harbor for
higher income individuals. For
estimated tax payments for tax
years beginning in 2003, the esti-
mated tax safe harbor for higher
income individuals (other than
farmers and fishermen) has been
modified. If your 2002 adjusted
gross income is more than
$150,000 ($75,000 if you are mar-
ried filing a separate return for
2003), you must have deposited
the smaller of 90% of your ex-
pected tax for 2003 or 110% of the
tax shown on your 2002 return to
avoid an estimated tax penalty.

Child and dependent care credit.
Significant changes to the child and
dependent care credit take effect in
2003.

¢ The credit amount can be as
much as 35% (previously
30%) of your qualifying ex-
penses.

¢ The maximum adjusted gross
income amount that qualifies
for the highest rate increases
to $15,000 (previously
$10,000).

¢ The limit on the amount of
qualifying expenses in-
creases to $3,000 for one
qualifying individual and
$6,000 for two or more quali-
fying Individuals.

Important Reminders

* The amount of income that is
treated as having been
earned by a spouse who is
either a full-time student or
not able to care for himself or
herself increases. This
amount increases to $250 a
month if there is one qualify-
ing individual and $500 a
month if there are two or
more qualifying individuals.

Tax benefits for adoption. Be-
ginning in 2003, the adoption credit
and the exclusion from income of
benefits under an adoption assis-
tance program for the adoption of a
child with special needs is $10,160
regardless of the amount of quali-
fied adoption expenses. The modi-
fied adjusted gross income limit will
be adjusted annually for inflation.

Retirement savings plans. The
following paragraphs highlight
changes that affect individual re-
tirement arrangements (IRAs) and
pension plans.

Traditional IRA income limits.
If you have a traditional IRA and
are covered by a retirement plan at
work, the amount of income you
can have and not be affected by the
deduction phaseout increases. The
amounts vary depending on filing
status.

Deemed IRAs. For plan years
beginning after 2002, a qualified

employer plan (retirement plan)
can maintain a separate account or
annuity under the plan (a deemed
IRA) to receive voluntary employee
contributions. An employee’s ac-
count can be treated as a tradi-
tional IRA or a Roth IRA.

Limit on elective
deferrals.The maximum amount of
elective deferrals under a salary re-
duction agreement that can be con-
tributed to a qualified plan
increases to $12,000 ($14,000 If
you are age 50 or over). However,
for SIMPLE plans, the amount in-
creases to $8,000 ($9,000 if you
are age 50 or over).

Simplified rules for required
minimum distributions. There
are new rules for determining the
amount of a required minimum dis-
tribution for a year beginning after
2002. The new rules, including new
life expectancy tables, are in Publi-
cation 590, Individual Retirement
Arrangements (IRAS).

Self-employed health insurance
deduction. You can deduct
100% of your self-employed health
insurance premiums as an adjust-
ment to income.

Listed below are important remind-
ers and other items that may help
you file your 2002 tax return. Many
of these items are explained in
more detail later in this publication.

Write in your social security
number. To protect your privacy,
social security numbers (SSNs) are
not printed on the peel-off label that
comes in the mail with your tax in-
struction booklet. This means you
must enter your SSN Oin the space
provided on your tax form. If you
filed a joint return for 2001 and are
filing a joint return for 2002 with the
same spouse, enter your names
and SSNs in the same order as on
your 2001 return. See chapter 1.

Taxpayer identification num-
bers. You must provide the tax-
payer identification number for
each person for whom you claim
certain tax benefits. This applies
even if the person was born in
2002. Generally, this number is the

person’s social security number
(SSN). See chapter 1.

Child tax credit. You may be
able to claim a tax credit for each of
your qualifying children under age
17 at the end of the year. This
credit can be as much as $600 for
each qualifying child. See chapter
35.

Tax relief for victims of terrorist
attacks.  Under the Victims of
Terrorism Tax Relief Act of 2001,
the federal income tax liability of
those killed in the following attacks
is forgiven for certain tax years.

* The April 19, 1995, terrorist
attack on the Alfred P. Murrah
Federal Building (Oklahoma
City).

* The September 11, 2001 ter-
rorist attacks.

* The terrorist attacks involving
anthrax occurring after Sep-

tember 10, 2001, and before
January 2, 2002.

The Act also exempts from fed-
eral income tax certain amounts re-
ceived by survivors.

For more information, see Pub-
lication 3920, Tax Relief for Victims
of Terrorist Attacks.

Parent of a kidnapped child.
The parent of a child who is pre-
sumed by law enforcement authori-
ties to have been kidnapped by
someone who is not a family mem-
ber may be able to take the child
into account in determining his or
her eligibility for the following.

* Head of household or qualify-
ing widow(er) with dependent
child filing status.

¢ Exemption for dependents.
¢ Child tax credit.

* Earned income credit.

See Publication 501, Exemptions,
Standard Deduction, and Filing In-
formation and Publication 596,
Earned Income Credit (EIC).

Payments to Holocaust victims.
Restitution payments received af-
ter 1999 (and certain interest
earned on the payments) are not
taxable and do not affect the taxa-
bility of certain benefits, such as
social security benefits. For more
details, see chapter 13.

Advance earned income credit.
If a qualifying child lives with you
and you expect to qualify for the
earned income credit in 2003, you
may be able to get part of the credit
paid to you in advance throughout
the year (by your employer) instead
of waiting until you file your tax re-
turn. See chapter 37.

Sale of your home. Generally,
you will only need to report the sale
of your home if your gain is more
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than $250,000 ($500,000 if married
filing a joint return). See chapter 16.

Individual retirement arrange-
ments (IRAs). The following
paragraphs highlight important re-
minders that relate to IRAs. See
chapter 18 for details.

Individual retirement ar-
rangement (IRA) for spouse. A
married couple filing a joint return
can contribute up to the maximum
amount each to their IRAs, even if
one spouse had little or no income.

Spouse covered by plan.
Even if your spouse is covered by
an employer-sponsored retirement
plan, you may be able to deduct
contributions to your traditional IRA
if you are not covered by an em-
ployer plan.

Roth IRA. You may be able to
establish a Roth IRA. In this type of
IRA, contributions are not deducti-
ble but earnings grow tax free and
qualified withdrawals are not taxa-
ble. You may also be able to con-
vert a traditional IRA to a Roth IRA,
but you must include all or part of
the taxable converted amountin in-
come.

Foreign source income. If you
are a U.S. citizen with income from
sources outside the United States
(foreign income), you must report
all such income on your tax return
unless it is exempt by U.S. law.
This is true whether you reside in-
side or outside the United States
and whether or not you receive a
Form W-2 or 1099 from the for-
eign payer. This applies to earned
income (such as wages and tips)
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as well as unearned income (such
as interest, dividends, capital
gains, pensions, rents and royal-
ties).

If you reside outside the United
States, you may be able to exclude
part or all of your foreign source
earned income. For details, see
Publication 54, Tax Guide for U.S.
Citizens and Resident Aliens
Abroad.

Joint return responsibility.
Generally, both spouses are re-
sponsible for the tax and any inter-
est or penalties on a joint tax return.
In some cases, one spouse may be
relieved of that responsibility for
items of the other spouse that were
incorrectly reported on the joint re-
turn. For details, see Joint respon-
sibility in chapter 2.

Include your phone number on
your return. To promptly resolve
any questions we have in process-
ing your tax return, we would like to
be able to call you. Please enter
your daytime telephone number on
your tax form next to your signa-
ture.

Third party designee. You can
check the “Yes” box in the “Third
Party Designee” area of your return
to authorize the IRS to discuss your
return with a friend, family member,
or any other person you choose.
This allows the IRS to call the per-
son you identified as your designee
to answer any questions that may
arise during the processing of your
return. It also allows your designee

to perform certain actions. See
your income tax package for de-
tails.

Payment of taxes. Make your
check or money order payable to
“United States Treasury.” You can
pay your taxes by credit card or, if
you file electronically, by electronic
funds withdrawal. See chapter 1.

Faster ways to file your return.
The IRS offers fast, accurate ways
to file your tax return information
without filing a paper tax return.
You can use IRS e-file (electronic
filing). For details, see chapter 1.

Mailing your return. If you are
filing a paper return, you may be
mailing your return to a different
address because the IRS has
changed the filing location for sev-
eral areas. If you received an en-
velope with your tax package,
please use it. Otherwise, see your
tax form instructions.

Private delivery services. You
may be able to use a designated
private delivery service to mail your
tax returns and payments. See
chapter 1 for more information.

Refund on a late filed return. If
you were due a refund but you did
not file a return, you generally must
file within 3 years from the date the
return was originally due to get that
refund.

Privacy Act and paperwork re-
duction information. The IRS

Restructuring and Reform Act of
1998, the Privacy Act of 1974, and
the Paperwork Reduction Act of
1980 require that when we ask you
for information we must first tell you
what our legal right is to ask for the
information, why we are asking for
it, how it will be used, what could
happen if we do not receive it, and
whether your response is volun-
tary, required to obtain a benefit, or
mandatory under the law. A com-
plete statement on this subject can
be found in your tax form instruc-
tion booklet.

Treasury Inspector General for
Tax Administration. If you want
to confidentially report misconduct,
waste, fraud, or abuse by an IRS
employee, you can call
1-800-366—4484 (1-800—-877—
8339 for TTY/TDD users). You can
remain anonymous.

Photographs of missing chil-
dren. The Internal Revenue
Service is a proud partner with the
National Center for Missing and
Exploited Children. Photographs of
missing children selected by the
Center may appear in this publica-
tion on pages that would otherwise
be blank. You can help bring these
children home by looking at the
photographs and calling
1-800-THE-LOST
(1-800-843-5678) if you recog-
nize a child.
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Part One.

The Income Tax
Return

The five chapters in this part provide basic information on the tax system.
They take you through the first steps of filling out a tax return— such as
deciding what your filing status is, how many exemptions you can take, and
what form to file. They also discuss recordkeeping requirements, IRS e-file
(electronic filing), certain penalties, and the two methods used to pay tax
during the year: withholding and estimated tax.

1.

Filing
Information

Important Changes

Who must file. Generally, the amount of in-
come you can receive before you must file a
return has been increased. See Table 1-1, Ta-
ble 1-2, and Table 1-3 for the specific
amounts.

Form 1040EZ interest threshold. Previously,
you could not file Form 1040EZ if you had more
than $400 of taxable interest income. Beginning
with your 2002 tax return, this threshold amount
is increased to $1,500. This means you can file
Form 1040EZ for 2002 if your taxable interest
income is $1,500 or less and you meet all the
other requirements listed under Form 1040EZ.

Mailing your return. You may be mailing your
return to a different address this year because
the IRS has changed the filing location for sev-
eral areas. If you received an envelope with your
tax package, please use it. Otherwise, see your
form instructions for where to file.

Free electronic filing. You may be able to file
your 2002 taxes online free thanks to a new
electronic filing agreement. See New—free In-
ternet filing options under IRS e-file, later.

Important Reminders

Alternative filing methods. Rather than filing
a return on paper, you may be able to file elec-
tronically using IRS e-file. Create your own per-
sonal identification number (PIN) and file a
completely paperless tax return. For more infor-
mation, see Does My Return Have To Be On
Paper, later.

Change of address. If you change your ad-
dress, you should notify the IRS. See Change of
Address, later, under What Happens After | File.

Write in your social security number. You
must write your social security number (SSN) in
the spaces provided on your tax return. If you file

ajoint return, please write the SSNs in the same
order as the names.

Direct Deposit of refund. Instead of getting a
paper check, you may be able to have your
refund deposited directly into your account at a
bank or other financial institution. See Direct
Deposit under Refunds, later.

Alternative payment methods. If you owe
additional tax, you may be able to pay electroni-
cally. See How To Pay, later.

Installment agreement. If you cannot pay the
full amount due with your return, you may ask to
make monthly installment payments. See In-
stallment Agreement, later, under Amount You
Owe.

Service in combat zone. You are allowed ex-
tra time to take care of your tax matters if you are
a member of the Armed Forces who served in a
combat zone, or if you served in the combat
zone in support of the Armed Forces. See Indi-
viduals Serving in Combat Zone, later, under
When Do | Have To File.

Adoption taxpayer identification number. If
a child has been placed in your home for pur-
poses of legal adoption and you will not be able
to get a social security number for the child in
time to file your return, you may be able to get an
adoption taxpayer identification number (ATIN).
For more information, see Social Security Num-
ber, later.

Taxpayer identification number for aliens.
If you or your dependent is a nonresident or
resident alien who does not have and is not
eligible to get a social security number, file Form
W-7 with the IRS to apply for an Individual
Taxpayer Identification Number (ITIN). For more
information, see Social Security Number, later.

Third party designee. You can allow the IRS
to discuss your tax return with a friend, family
member, or any other person you choose by
checking the “Yes” box in the “third party desig-
nee” area of your return. See Third Party Desig-
nee.

Introduction

This chapter discusses:
* Whether you have to file a return,
* Which form to use,
* How to file electronically,

* When, how, and where to file your return,

* What happens if you pay too little or too
much tax,

* What records you should keep and how
long you should keep them, and

* How you can change a return you have
already filed.

Do | Have To
File a Return?

You must file a federal income tax return if you
are a citizen or resident of the United States or a
resident of Puerto Rico and you meet the filing
requirements for any of the following categories
that apply to you.

1) Individuals in general. (There are special
rules for surviving spouses, executors, ad-
ministrators, legal representatives, U.S.
citizens living outside the United States,
residents of Puerto Rico, and individuals
with income from U.S. possessions.)

2) Dependents.

3) Child under age 14.

4) Self-employed persons.
5) Aliens.

The filing requirements for each category are
explained in this chapter.

The filing requirements apply even if you do
not owe tax.

One return. File only one federal income tax
return for the year regardless of how many jobs
you had, how many Forms W-2 you received,
or how many states you lived in during the year.

Even if you do not have to file a return,
it may be to your advantage to do so.
See Who Should File, later.

Individuals—In General

If you are a U.S. citizen or resident, whether you
must file a return depends on three factors:

1) Your gross income,
2) Your filing status, and
3) Your age.

To find out whether you must file, see Table
1-1, Table 1-2, and Table 1-3. Even if no
table shows that you must file, you may need to
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Table 1-1. 2002 Filing Requirements for Most Taxpayers

To use this table, first find your marital status at the end of 2002. Then, read across
the line that shows your filing status and age at the end of 2002. You must file a
return if your gross income was at least the amount shown in the last column.
Gross income means all income you received in the form of money, goods,
property, and services that is not exempt from tax, including any income from
sources outside the United States (even if you may exclude part or all of it).
When using this table, do not include social security benefits as gross income
unless you are married filing a separate return and lived with your spouse at any
time in 2002. (If you must include the benefits, see chapter 12 for the amount to
include.)
Also, see Table 1-2 and Table 1-3 for other situations when you must file a
return.
Marital Status Filing Status Age’ Gross Income
) ) ) Single under 65 $7,700
Single (including 65 or older $8,850
divorced and legally
Separated) Head of under 65 $9,900
household 65 or older $11,050
Married, with a child,
living apart from your Head of under 65 $9,900
spouse during the last  household 65 or older $11,050
6 months of 2002
under 65
(both spouses) $13,850
Married, living with your Married, joint 65 or older
spouse at the end of ~ 'etum (one spouse) $14,750
2002 (or on the date 65 or older
your spouse died) (both spouses) $15,650
Married, separate
return any age $3,000
Married, not living with
your spouse at end of  Married, joint or
2002 (or on the date separate return any age $3,000
your spouse died)
. under 65 $7,700
Single 65 or older $8,850
Widowed before 2002
Al under 65 $9,900
and not remarried in Head of household 65 or older $11 050
2002
Quialifying under 65 $10,850
widow(er) with 65 or older $11,750
dependent child

*If your 65th birthday is on January 1, 2003, you are considered to be age 65 at the end of 2002.

file to get money back. (See Who Should File,
later.)

Gross income. This includes all income you
receive in the form of money, goods, property,
and services that is not exempt from tax. It also
includes income from sources outside the
United States (even if you may exclude all or
part of it). Common types of income are dis-
cussed in the chapters in Part Two of this publi-
cation.

Community property. If you are married
and your permanent home is in a community
property state, half of any income described by
state law as community income may be consid-
ered yours. This affects your federal taxes, in-
cluding whether you must file if you do not file a
joint return with your spouse. See Publication
555, Community Property, for more information.

Page 6 Chapter 1 Filing Information

Self-employed individuals. If you are
self-employed, your gross income includes the
amount on line 7 of Schedule C (Form 1040),
Profit or Loss From Business, or line 1 of Sched-
ule C—-EZ (Form 1040), Net Profit From Busi-
ness. See Self-Employed Persons, later, for
more information about your filing requirements.

CAUTION

Filing status. Your filing status depends on
whether you are single or married and on your
family situation. Your filing status is determined
on the last day of your tax year, which is Decem-
ber 31 for most taxpayers. See chapter 2 for an
explanation of each filing status.

If you do not report all of your self-em-
ployment income, your social security
benefits may be lower when you retire.

Age. If you are 65 or older at the end of the
year, you generally can have a higher amount of

gross income than other taxpayers before you
must file. See Table 1-1. You are considered
65 on the day before your 65th birthday. For
example, if your 65th birthday was on January 1,
2003, you are considered 65 for 2002.

Surviving Spouses,
Executors, Administrators,
and Legal Representatives

You must file a final return for a decedent (a
person who died) if both of the following are true.

* You are the surviving spouse, executor,
administrator, or legal representative.

* The decedent met the filing requirements
at the date of death.

For more information on rules for filing a
decedent’s final return, see chapter 4.

U.S. Citizens Living
Outside the United States

If you are a U.S. citizen living outside the United
States, you must file a return if you meet the
filing requirements. For information on special
tax rules that may apply to you, get Publication
54, Tax Guid